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to 66 Pa. C.8. $3008(c) and imposing strict imputatien ptidng
restrictions on LECs, IXCa or both.

In order to monitor this situation, pursuant to eax
authority set forth in €6 Pa. C.B. $8'3005(c), 3008(s) and 3008(d),
we will direct the Executive Director of our Staff to coordinate
the developnent, for Commission consideration and implesentstiocn.
of reporting requiremeants or other necessary somitoring tocls to
enabla the Comnission and its Statf to assure that & competitive
intralATA marketplace is developed in a timely, uncbstructad man-
ner. The Staff recommendation should include procedures for Staff
to monitor and infora the Commission of the status of the market
and shall be subnitted for Commission consideration vithin 12¢ days
of the entry date of this Order.

. Mgual Accens Recovary Chaxges -

There is no gquestion that the LECs will incur costs in
implenenting intraLATA presubscription, not only in the cost ef the
necessary central office switches and associated bhardvare a~d
software, but also in the cost of updating adninistrative systess
such as the Customer Record Information System (®CRIS®) axd the
Carrier Access Billing System (“CABS"). Genherally, tha LECs
believe that all costs associated vith implesenting presubscription
should be borne by the carriers seeking the isplementatien of
presubscription. The OTS is generally supportive of this positiee,
proposing a five-year amortization of such costs based oc the
number of access lines sach intralATA competitor of the LEC will
require. ATET and MCI urge that tha costs of implemexting
presubscription be recovered through an PEqual Access Recovey
Charge (["EARC"). They propose that only tha LECs’ direct
incremental cost of providing presubscription should be racowecabls

through an EARC, and that the recovary pericd should be eight
years.
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The ALY recoamended 'mt all intralATA toll sesvics
providers ahare Iin the cost of IntralATA presubscription
implementation, includaing ths 1LECs. Nowever, authorizing

presubscription in the intraldTA toll services market is a decision '

which will clearly bensfit the IXCs and not the incumbent L&Cs.
Thus, as our Office of Triml Staff argues, the cost responsibility
should reflect this fact. As a result, we direct that only the
IXCs offering services in the intralATA market bear the cost of
intrelATA presubscription implementation. We further direct that
such costs be proportioned On an access line basis to those access
lines presubscribed to :xe- otﬁr.lnc intralATA sexvices, and
amortized over a th:lrty—six (36) month period.

¥. Local Exchange Carrier Priacing Flexidility

Wa agres with the ALY vecommendation that LECs should
hava some pricing flexibility to react to the marketplece in an
intralATA presubscription environment. The ALY, at Ordering
Paragraph No. 8 of the R.D., recoammends that the Commission
establish procedures for expedited review and approval of LEC’S
proposed tariff changes. We balieve that the procedures

established by this Commission relativs to the review and approval

R=04%

of IXC services at Docket Nos. K-009304496 and L-00940099 are
appropriate and, as such, they will be utilized in our reviev of
LEC intraldTA toll tariffs. We keep in mind that the underlying
cost of mervice/cost allocation methodology should be consistent

with this opinion and Order and the findings in our Universal
Bervice Investigation.

@, Customer Ovamunication Btandards Regarding
Rresubscribpsion ‘

AT&T Taised a legitimate councern that LEC communication
vith customers regarding the customer’s choics of AntralATA toll
carrier should be fair and impartiesl. Accordingly, LECs are hereby
directed to implement appropriate training measures to snsure that
enployses interact with custowere in a fair and impartial manner
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vhen such customar contacts tha LEC to presubscriba teo the
customer’s intralATA toll carrier of choice.

111. Qanclusisa

In accordance with the foregoing, wve adopt the
Recommended Decision of Administrative Law Judge Robert P. Neshan,
sxcept to the extent moditied herein. Ws are taking this important
action today becauss of the exigent circumstances which sxist
pertaining to the Commission’s efforts to design a Pennsylvania-
specific policy governing the {mplementation of intralATA
presubscription. Such efforts relate to the potential enactnant of
legislation by the United States Congress which is ocurrently
considering conprehsansive telecommunications legislation which if
enacted would have far-reaching impact on the regulation of the
telecommunications industry at both the federal and state levels.
While we expect that any federal legislation will permit states

 with established policy concerning the initiation of intralATA

presubscription to implement their state-spacific policies, it
appears that such deference will only ba granted if a given state
policy is established in a timely manner as defined by any final
federal legislation. This factor and resulting exigent
circunstances prompts us to act so as to assure that we ars able to
implement intralATA presubscription policy which is specifically

designed to meet the unigue needs of Pennsylvania consuxers;
TREREPORR,

1. That IntralATA Presubscription in sccordance vith the
terms and conditions in this Opinion and Order ism in the public
interest.

2. That all local exchangs carriers shall iaplenment
intraLlATA presubscription pursuant to the following schedula:

ae
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a. Local exchange carriers serving in excess
of 250,000 access lines shall implesent
intralATA presubsoxiption by June 30, 1997.

.b. Local Exchangs oarriers serving 250,000
access lines or less shall implament intralATA

presubscription by Decamber 331, 1997.

A 3. That the inplementation ot 1;ltuusn
presubscription, as provided in Ordering Paragraph No. 2, shall be
subject to the following conditionss B

2. no local ex e ocarrier shall bae
requirad to rxevise Its existing dialing
protocol for IintrasLATA toll calls by its
customers;

b. the implenentation of  intraldTA
;:nubocriptien shall be based on the usa of
11 2-PIC method;

C. any looml oxchangs carrier, having the
ability to do so, may implemant intraLATA
presubscription earlier than the schedule in
Ordering Paragraph No. 2; and

d. any local sxchange carrxier, upon a
showing of good cause, may petition the
Comnission for a delay in the scheduled
implementation of IntralATA presubscription,
as otherwisé provided in exing Paragra

No. 2, and in accordance with the reguirements
herein.

4. That any local exchange carrier may file a revised
tariff or tariff supplement to rebalance its existing rate
structure, subject to the following conditions: . L

a. the revisad tariff or tsriff supplement
shall be revanus nautral; )

b. the common carrier line charge shall not,
at this time be elimimated, ut shall De
subject to the findings and antiocipated Orxder
in the Universal Sarvice Investigation with
regard to access pricing and cost components;

20
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S, ‘That the LECs are authorized to file & surcharge

‘tariff vhich contains an equal access recovery charge designed to

recover the local exchangs carrier’s direct incremantal cost of
providing intralATA presubscription within Pennsylvania. The squal
aocass recovery charge shall be assessed against the Interexchange
Carriers providing IintralATA toll service, such costs to be

proportioned on an access line basis, amortized over a psriocd not
to exceed thirty-six months. '

s

6. That the ALJ recommsndation that xrate rebalancing
f£ilings be accompanied by TSLRIC studiss oonsistent with the
Colorado Commission’s format is resjected, and eesch revised tarife
or tariff supplement, filed as peraitted by Ordering Paragraph 4,
shall be congistent with the studies and methods to be submitted (n
the Universal Service Investigation Pocket and the findings reached
in the Universal Service Investigation will govern the reviev and
disposition of rll rate rebalancing tarifts.

7. That all questions contained in the body of the
order instituting this investigation, included within Appendix A
thareto, or within the statemsents of individual cCommissioners
relating to universal service are severed from this proceeding, and
are conscolidated with the Commission’s panding Universal Service
Investigation, at Docket No. I-00940034.

8. That the Executive Director of the Commission is
directed to ocoordinate the development, for Commission
eonsideration sand implamentation, of reporting requirements or
other necessary monitoring tools to enable the Commission and its
stagf to assure that a competitive IintralATA marketplace is
developed in a timely, unobstructed manner. The Statt
recommandation should include procedures for Staff to monitor and
inform the Comnission of the status of the market and shall be
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submitted for Commission comidu:ction within 120 days of the entry
date of this Opinion and Order.

9. That to provide the local sxchange carriers pricing

. flexibility to meet competitive pressures in a pressubscribed

intraldTAa environment, the procedures established by this

Commission relative to the reviev and spproval ef 1IXC services at

Docket Nos. XN-00930496 and 1L~0D094009 are appropriate and should be

used consistent with this Opinfon and Order and the findings in the
Universal Service Investigation.

: 10. That ths Conmission rejects the e)imination of the
cap at this time. However, recognising that this accass prioce and
cost components is included in ocur Universal Ssrvice Investigation,
we will apply such principlss on a case-by-case basis in the
context of sach company’s sxpscted rate rabalancing filing. .
11. That the Recommended Decision of Administrative law

Judge Robert P. MNeehan, is adopted, as modified, to the extent
consistent with thie¢ opinion and Order.

12. That tha Exceptions of the parties ars granted in
part, and denied in part, consistent with this Opinion and Order.
Further, the proposals, suggestions, positions, etc., of any party
or parties, which have not been included within the preceding

Ordering Paragrapha, or are not contained within the following
.recoansndations, are rsjected.

13. That all lLocal Exchange Companies ars directed to
implanant reasonable and necessary training measures to sssure that

R=94%
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. LEC enmployees who interact vith customers 4o so in a fair and
«  4wpartial wmanner when sich ocustomers ocontact the LEC to
presubscriba to the customer’s intralATA toll carrier of choice.

John G. Alford
Becretary

(BEAL)

ORDER ADOPTED: December 14, 1998
ORDER ENTERED: NF(C 14 1995
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PEMNSYLYANIA PUBSLIC UTILITY CONNIDNIOS
Narrisburg, Penasylvania 317100-33¢8

INVESTIGATION INTO IWFRAALMA ERRRTNG -
INTERCONNBOTION ARRANRGENENTS M, 3998

DIO-IS-ALI-1 640
DOCKEY BO. I-0094003¢

On May 4, 1994, I moved that this Commission this
procesding to decide vhether phons customsrs shoulid abls to
chooss which phons company yill carry thair istralats toll cells
in the sane mannar as they nov chooss vhich lﬂ:- atn-n! will
carry their long~distance toll calls. Intr tell ocalls are
calls vithin a local phone company’s service taxritory but which
are not part of the customer’s local uuh!ngchp snd for
vhich the customer pays an extra charge or -~ Yox the
typical residential phons customsr, intralata tcll calls amount
to sbout 30% of the phons costs, inclwiing Jesg distance
charges. Intralata toll calls usually amoumt to 808 af the

typicsl residential customer’s total bill for local phone .
service.

Presubscription maans that a customer can chnoss one company
to carry all his calle and doea not need to dial any mccess codes
before each phones call to0 implexent this choicm {f the cal)
originates from the customer’s phone. Prestbscripcion for many
years has bean central to the competitive leog—Iiisizase market.
Today, the Commissicn gives phene customers the akility to
grnubncribn with the phone eonglny of their cheica for all their

ntralata toll calls.. This will greatl]y increass ecmpetition for
intralats toll business. Intralata tol)l rates shoxld decreass
once presubseription is opsrational as phone compsmies will have
to compets for toll business. Conseguently, I suppexrt beginning
intralsta presubscription.

Though I concur with the decision to isgzalate
presubscription, I iasue this statement to h sone
ooncerns that I have about how subscriptisn conld be
inplenented in Pennsylvania. Ose concerms axes 1} possidble
sttampts by some phone companies to recover last gevemues in the
intralata toll market by raising basic teleghomm zatesm, even if
thess basic tel rates cover ths osst of serwice; 3) the
absence of a definitive statement on imputatiosn; and 3) the
isplementation scheduls.

3f this Commissian allows phone compenies that lose revanues
as & result of competition in intralata toll mschet to
recover every lost dollar by rais tha ratas of busic telephone
saxrvics, evan if basic telephone do cover custs, intralata
toll presubscription and competition will not prodace lower total
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one bills and any consumer benefit. Regulators should not use
ir run: to take from customers the denefits produced by
- competition simply because a company lest market share or
revenuas vhen competition began. Competition is tough. Some
companies will prospar and grow. Others will lose customers
revenuss. While tition will produce winners and losars,
phone customers who do net yet have co?tiuvo choices cannot be
a bank or an insurance policy that pay for revenuss lost in
titive markets. The role of regulation today should be to
implemant full and fair competition ¢ possible, to make sure
that customars who do not have coapetitive choices are protected
Zrom cost-shifting, and to create a competitively neutral
universal sarvice fund to raplace today’s patchwork of subsidies.

Any rats rebalancing that this Commission may authorize should
focus on the legitimate prodlsm posed vhen and if a company
denonstrates that some existing rates do not cover the costs of
servics to soms existing custonars. To the extent that those
sexvices and customers have been subsidized revenues from
services that have become competitive or are in the process of
bscom competitive, this Commission needs to implement a
competitively nsutral universal service fund to provide a new
subsidy source. The Universal Service docket will enable this
Commission to make such a needed reform. .

The action of the Compission today does not include any
definitive imputation provision. 1Its absence normally would have
requirad that I dissent from the whole document, bscauss an :
tmputation rcguironnt is sbsolutely necessary for fair
competition if access fees are not cost-based. I do not dissant
today bscause it is my understanding from my conversations with
mny colleagues that the Commission again intands to use the
Universal Sexvice docket to identify the reml cost of access and
to set access rates acoordingly. Conseguently, cost-based access
fees should be in place by time intralata toll
presubscription is implemsnted. If access fess are cost-based,
an imputation requirement may not be necessary. I sust say that,
if thie Commission fails to lsment cost-based access fess, the
imputation issus must b revisited or competition in the
intralata toll maxket will be a farce.

Though implensntation of presubscription should follow the
oo?htioa of tha Universal Sexvice Investigation, X belisva that
deg mig pruubserigion for the major telephons companies 18
sonths fros now is wait too long. A praferable
inplensntation scheduls would have been 12 months from nov for
the major coapanies and 24 months from todsy for nies
serving 250,000 access lines or less. While this ls would
have bean preferabls from my perspective, I am not will to
dissent from the Chairman’s Notion as a result of this point
alons. Every mamber of this Commission has demonstrated
flexibility on varjous points to anter prosptly an Order
approving presubscription.
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Indesd, I want to thank the Chairman for his commitaent te -~

tt this proceeds leted by this Public Neeting. I also
?.m‘?g thank the stat mu,' the Law Dureau, and ALY who v

voerked on this docket for a job well dons. !

When I moved on May 4, 1994 that this Commission dbegin this
» I wvas hopsful that intralata“toll iption
could be lemented in a way that fostered end fafy -
competition and that would allow market forces to prowvide phone
customers with lower intralata toll rates. I beliave that
today’s approval of presudscription is an imporzamt step toward
that goal. Muoh work, however, resmains to be dona aver the next

18 wonths before the full promise of .presubsciption, compstition, .
and customsr choice is realized. . :

Selmdn 1k, 1445 . M
PATED JORE KAVEGER, CODIISE
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